@angress of the United States
Washington, AC 20514

April 25, 2008

The Honorable William E. Kovacic
Federal Trade Commission

600 Pennsylvania Avenue, N.W.
Washington, DC 20580

Dcar Chair Kavacic:

In light of pationwide consumer concern about the record prices for oil and gas at the pump, we
urge the Federal Trade Commission (FTC) to muncdtately initiate a rulemaking to 1mplemcnt the' '
market manipulation authority mandated by Congress in the Energy Independence and Secumty -
Act of 2007 (P.L. 110-140). Congress provided this authority to the FTC four months ago - but
to date. the FTC has failed to exercise its power to protect consumers ftom skyrocketing, energy L
costs. Recent price volatility and investor speculation in the oil market require the diligent .
oversight Congress called for, especially when oil prices break records daily, hitting $1 19 per
barrel this week. i

The Energy Independence and Security Act, which became law last December, directs the FTC .
to ensurc that the U.S. petroleum market is free from price or supply manipulation. Congrcss .
gave you the power to levy tough penaltics against those who might seek to profit from such - .
illcgal activities. Utilized effcctlvely, this new authority will substantially strengthen consumer .
protections agamst high energy prices. More importantly, vigorous enforcement will help ]owu

and stabilize prices, increase market transparency, and provide Americans with confidence that .
retail gasolmc and dicsel prices are free from the influence of anticompetitive practices and the .
exercisc of market power. D

This new authomty granted to the FTC is modeled on the anti-manipulation authorities utilized
by other agencies such as the Securitics and Exchange Commission (SEC) and the Federal
Energy Regulatory Commission (FERC). Specifically, Title VIII, Subtitle B of the Energy
Independence and Security Act is modeled on section 10(b) of the Securities Exchange Act of
1934 for which a substantial body of case law has been developed over the last half century. In

- fact, the Suprcme Court has compared this body of law to “a judicial oak which has grown from
little more than a legislative acorn.” Blue Chip Stamps v. Manor Drug Stores, 421 U.S. 723, 737
~(1975). :

FTC has acknowledged that oil and gas markets are susceptible to manipulation. In 2006, the
FTC's Congressionally-mandated investigation of gasoline prices after Hurricane Katrina
acknowledged the possibility that the petrolcum industry can manipulate prices by reducing
production, distribution, or inventories or increasing margins.
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We need aggressive oversight to ensure such actions are not presently occurring, and to pupish
them if they are cheating consumers. The FTC must no longer delay action on implementing the
mandate from Congress to stop market manipulation as American families and businesses

struggle to deal with record gas prices. -

Sincerely,

A

cy Pelosi

Chairman, Energy and Chau'man OvchIghl repes
Commerce Committee and Government Reform '

Fdward Mark a
Chairman, Select Committee on ’ o
Energy Independence and Global Warmmg, ' oL

cc: Pamela Jones Harbour, FTC Commissioner
Jon Leibowitz, FTC Commissioner
J. ‘Thomas Rosch, FTC Commissioner



FEDERAL TRADE COMMISSION
WASHINGTON, D.C. 20580

THE CHAIRMAN

May 2, 2008

The Honorable Nancy Pelosi

Speaker of the House of Representatives
United States Congress

Washington, DC 20515

Dear Speaker Pelosi:

Thank you for the letter of April 25, 2008, from you and your House colleagues about the
Federal Trade Commission’s new authority, under Section 811 of the Energy Independence and
Security Act of 2007, regarding manipulation in wholesale crude oil, gasoline, or petroleum
distillate markets. Today, the Commission will make public an Advance Notice of Proposed
Rulemaking (ANPR), and our goal is to complete the Rulemaking process this year. We look
forward to working with you and your colleagues as this Rulemaking moves forward.

Our staff has worked hard to move as speedily as possible. To date, an FTC task force
has examined the development and use of anti-manipulation authority by other federal agencies,
as well as by the states; met with other government officials (including the Commodity Futures
Trading Commission, the Federal Energy Regulatory Commission, and the Securities and
Exchange Commission); and, undertaken other tasks, both substantive and administrative, in
connection with this legislation. The ANPR announces a comment period of 30 days, following
which the agency expects expeditiously to analyze the comments received, draft a proposed rule,
and 1ssue a Notice of Proposed Rulemaking (NPR), with a 30-day comment period. We
appreciate your efforts to combat high and volatile gasoline prices, and we will keep you
apprised of significant developments throughout the Rulemaking process.

The learning that will accompany the ANPR/NPR process is crucial. The Commission
has not previously sought to develop a legal definition of the term “manipulation” or prosecuted
a case alleging manipulation. Moreover, there are challenges involved in appropriately applying
this broad concept to markets that, unlike electricity or natural gas, are not subject to
comprehensive regulatory, disclosure, or reporting regimes. The pursuit of a case alleging
manipulation in wholesale markets for crude oil, gasoline, or distillates may encounter other
complexities arising from the differences between such products and the other markets in which
manipulation cases have been brought, but we hope to overcome those challenges as we avail
ourselves of the methods and opportunities contemplated by the ANPR/NPR procedures.
Specifically, we believe that there is no better way to generate meaningful comments that will
assist in our development of a workable rule for the benefit of the American public.



The Honorable Nancy Pelosi — Page 2

Enclosed please find a copy of the ANPR which we expect to be published in the Federal
Register on Monday, May 5, 2008. The Commission greatly appreciates your interest in this
topic. Please feel free to contact Chairman Kovacic at any time with any additional questions or
comments, or have your staff call Jeanne Bumpus, the Director of our Office of Congressional
Relations, at (202) 326-2195.

Sincerely,

@Mi’,m

William E. Kovacic

ol Yot —

Pamela Jones Harbour
Commissioner

Commissioner

J. Themas Rosch
Commissioner

cc: The Honorable Steny H. Hoyer
The Honorable James E. Clyburn
The Honorable Rahm Emanuel
The Honorable John D. Dingell
The Honorable Henry Waxman
The Honorable Edward J. Markey



FEDERAL TRADE COMMISSION
WASHINGTON, D.C. 20580

THE CHAIRMAN

May 2, 2008

The Honorable Steny H. Hoyer
U.S. House of Representatives
United States Congress
Washington, DC 20515

Dear Congressman Hoyer:

Thank you for the letter of April 25, 2008, from you and your House colleagues about the
Federal Trade Commission’s new authority, under Section 811 of the Energy Independence and
Security Act of 2007, regarding manipulation in wholesale crude oil, gasoline, or petroleum
distillate markets. Today, the Commission will make public an Advance Notice of Proposed
Rulemaking (ANPR), and our goal is to complete the Rulemaking process this year. We look
forward to working with you and your colleagues as this Rulemaking moves forward.

Our staff has worked hard to move as speedily as possible. To date, an FTC task force
has examined the development and use of anti-manipulation authority by other federal agencies,
as well as by the states; met with other government officials (including the Commodity Futures
Trading Commission, the Federal Energy Regulatory Commission, and the Securities and
Exchange Commission); and, undertaken other tasks, both substantive and administrative, in
connection with this legislation. The ANPR announces a comment period of 30 days, following
which the agency expects expeditiously to analyze the comments received, draft a proposed rule,
and issue a Notice of Proposed Rulemaking (NPR), with a 30-day comment period. We
appreciate your efforts to combat high and volatile gasoline prices, and we will keep you
apprised of significant developments throughout the Rulemaking process.

The learning that will accompany the ANPR/NPR process is crucial. The Commission
has not previously sought to develop a legal definition of the term “manipulation” or prosecuted
a case alleging manipulation. Moreover, there are challenges involved in appropriately applying
this broad concept to markets that, unlike electricity or natural gas, are not subject to
comprehensive regulatory, disclosure, or reporting regimes. The pursuit of a case alleging
manipulation in wholesale markets for crude oil, gasoline, or distillates may encounter other
complexities arising from the differences between such products and the other markets in which
manipulation cases have been brought, but we hope to overcome those challenges as we avail
ourselves of the methods and opportunities contemplated by the ANPR/NPR procedures.
Specifically, we believe that there is no better way to generate meaningful comments that will
assist in our development of a workable rule for the benefit of the American public.



The Honorable Steny H. Hoyer — Page 2

Enclosed please find a copy of the ANPR which we expect to be published in the Federal
Register on Monday, May 5, 2008. The Commission greatly appreciates your interest in this
topic. Please feel free to contact Chairman Kovacic at any time with any additional questions or
comments, or have your staff call Jeanne Bumpus, the Director of our Office of Congressional
Relations, at (202) 326-2195.

Sincerely,

William E. Kovacic

an Fd
MMW/‘
Pamela Jonés Harbour

Co

T e —
J. Thomas Rosch
Commissioner



FEDERAL TRADE COMMISSION
WASHINGTON, D.C. 20580

THE CHAIRMAN

May 2, 2008

The Honorable James E. Clyburn
U.S. House of Representatives

United States Congress
Washington, DC 20515

Dear Congressman Clyburn:

Thank you for the letter of April 25, 2008, from you and your House colleagues about the
Federal Trade Commission’s new authority, under Section 811 of the Energy Independence and
Security Act of 2007, regarding manipulation in wholesale crude oil, gasoline, or petroleum
distillate markets. Today, the Commission will make public an Advance Notice of Proposed
Rulemaking (ANPR), and our goal is to complete the Rulemaking process this year. We look
forward to working with you and your colleagues as this Rulemaking moves forward.

Our staff has worked hard to move as speedily as possible. To date, an FTC task force
has examined the development and use of anti-manipulation authority by other federal agencies,
as well as by the states; met with other government officials (including the Commodity Futures
Trading Commission, the Federal Energy Regulatory Commission, and the Securities and
Exchange Commission); and, undertaken other tasks, both substantive and administrative, in
connection with this legislation. The ANPR announces a comment period of 30 days, following
which the agency expects expeditiously to analyze the comments received, draft a proposed rule,
and issue a Notice of Proposed Rulemaking (NPR), with a 30-day comment period. We
appreciate your efforts to combat high and volatile gasoline prices, and we will keep you
apprised of significant developments throughout the Rulemaking process.

The learning that will accompany the ANPR/NPR process is crucial. The Commission
has not previously sought to develop a legal definition of the term “manipulation” or prosecuted
a case alleging manipulation. Moreover, there are challenges involved in appropriately applying
this broad concept to markets that, unlike electricity or natural gas, are not subject to
comprehensive regulatory, disclosure, or reporting regimes. The pursuit of a case alleging
manipulation in wholesale markets for crude oil, gasoline, or distillates may encounter other
complexities arising from the differences between such products and the other markets in which
manipulation cases have been brought, but we hope to overcome those challenges as we avail
ourselves of the methods and opportunities contemplated by the ANPR/NPR procedures.
Specifically, we believe that there is no better way to generate meaningful comments that will
assist in our development of a workable rule for the benefit of the American public.



The Honorable James E. Clyburn — Page 2

Enclosed please find a copy of the ANPR which we expect to be published in the Federal
Register on Monday, May 5, 2008. The Commission greatly appreciates your interest in this
topic. Please feel free to contact Chairman Kovacic at any time with any additional questions or
comments, or have your staff call Jeanne Bumpus, the Director of our Office of Congressional
Relations, at (202) 326-2195.

Sincerely,

William E. Kovacic

Chaipf
Pamela Jones Harbour
Commissioner

Jon Lkiboitz
Co issioner

N e

J. Thomas Rosch
Commissioner



FEDERAL TRADE COMMISSION
WASHINGTON, D.C. 20580

THE CHAIRMAN

May 2, 2008

The Honorable Rahm Emanuel
House of Representatives
United States Congress
Washington, DC 20515

Dear Congressman Emanuel:

Thank you for the letter of April 25, 2008, from you and your House colleagues about the
Federal Trade Commission’s new authority, under Section 811 of the Energy Independence and
Security Act of 2007, regarding manipulation in wholesale crude oil, gasoline, or petroleum
distillate markets. Today, the Commission will make public an Advance Notice of Proposed
Rulemaking (ANPR), and our goal is to complete the Rulemaking process this year. We look
forward to working with you and your colleagues as this Rulemaking moves forward.

Our staff has worked hard to move as speedily as possible. To date, an FTC task force
has examined the development and use of anti-manipulation authority by other federal agencies,
as well as by the states; met with other government officials (including the Commodity Futures
Trading Commission, the Federal Energy Regulatory Commission, and the Securities and
Exchange Commission); and, undertaken other tasks, both substantive and administrative, in
connection with this legislation. The ANPR announces a comment period of 30 days, following
which the agency expects expeditiously to analyze the comments received, draft a proposed rule,
and issue a Notice of Proposed Rulemaking (NPR), with a 30-day comment period. We
appreciate your efforts to combat high and volatile gasoline prices, and we will keep you
apprised of significant developments throughout the Rulemaking process.

The learning that will accompany the ANPR/NPR process is crucial. The Commission
has not previously sought to develop a legal definition of the term “manipulation” or prosecuted
a case alleging manipulation. Moreover, there are challenges involved in appropriately applying
this broad concept to markets that, unlike electricity or natural gas, are not subject to
comprehensive regulatory, disclosure, or reporting regimes. The pursuit of a case alleging
manipulation in wholesale markets for crude oil, gasoline, or distillates may encounter other
complexities arising from the differences between such products and the other markets in which
manipulation cases have been brought, but we hope to overcome those challenges as we avail
ourselves of the methods and opportunities contemplated by the ANPR/NPR procedures.
Specifically, we believe that there is no better way to generate meaningful comments that will
assist in our development of a workable rule for the benefit of the American public.



The Honorable Rahm Emanuel — Page 2

Enclosed please find a copy of the ANPR which we expect to be published in the Federal
Register on Monday, May 5, 2008. The Commission greatly appreciates your interest in this
topic. Please feel free to contact Chairman Kovacic at any time with any additional questions or
comments, or have your staff call Jeanne Bumpus, the Director of our Office of Congressional
Relations, at (202) 326-2195.

Sincerely,

@MEM

William E. Kovacic

Pamela Jonles Harbour

(o) 'ssione%/

Jon Yeibowitz
Commissioner

ANy Vo

J. Thomas Rosch
Commissioner



FEDERAL TRADE COMMISSION
WASHINGTON, D.C. 20580

THE CHAIRMAN

May 2, 2008

The Honorable John D. Dingell
U.S. House of Representatives

United States Congress
Washington, DC 20515

Dear Congressman Dingell:

Thank you for the letter of April 25, 2008, from you and your House colleagues about the
Federal Trade Commission’s new authority, under Section 811 of the Energy Independence and
Security Act of 2007, regarding manipulation in wholesale crude oil, gasoline, or petroleum
distillate markets. Today, the Commission will make public an Advance Notice of Proposed
Rulemaking (ANPR), and our goal is to complete the Rulemaking process this year. We look
forward to working with you and your colleagues as this Rulemaking moves forward.

Our staff has worked hard to move as speedily as possible. To date, an FTC task force
has examined the development and use of anti-manipulation authority by other federal agencies,
as well as by the states; met with other government officials (including the Commodity Futures
Trading Commission, the Federal Energy Regulatory Commission, and the Securities and
Exchange Commission); and, undertaken other tasks, both substantive and administrative, in
connection with this legislation. The ANPR announces a comment period of 30 days, following
which the agency expects expeditiously to analyze the comments received, draft a proposed rule,
and issue a Notice of Proposed Rulemaking (NPR), with a 30-day comment period. We
appreciate your efforts to combat high and volatile gasoline prices, and we will keep you
apprised of significant developments throughout the Rulemaking process.

The learning that will accompany the ANPR/NPR process is crucial. The Commission
has not previously sought to develop a legal definition of the term “manipulation” or prosecuted
a case alleging manipulation. Moreover, there are challenges involved in appropriately applying
this broad concept to markets that, unlike electricity or natural gas, are not subject to
comprehensive regulatory, disclosure, or reporting regimes. The pursuit of a case alleging
manipulation in wholesale markets for crude oil, gasoline, or distillates may encounter other
complexities arising from the differences between such products and the other markets in which
manipulation cases have been brought, but we hope to overcome those challenges as we avail
ourselves of the methods and opportunities contemplated by the ANPR/NPR procedures.
Specifically, we believe that there is no better way to generate meaningful comments that will
assist in our development of a workable rule for the benefit of the American public.



The Honorable John D. Dingell — Page 2

Enclosed please find a copy of the ANPR which we expect to be published in the Federal
Register on Monday, May 5, 2008. The Commission greatly appreciates your interést in this
topic. Please feel free to contact Chairman Kovacic at any time with any additional questions or
comments, or have your staff call Jeanne Bumpus, the Director of our Office of Congressional
Relations, at (202) 326-2195.

Sincerely,

loWen &, Ew D

William E. Kovacic

Ynid I Nt

Pamela Jones Harbour
Commissioner

QIW

Commissioner

ak_\ o

J. Thomas Rosch
Commissioner



FEDERAL TRADE COMMISSION
WASHINGTON, D.C. 20580

THE CHAIRMAN

May 2, 2008

The Honorable Henry Waxman
U.S. House of Representatives
United States Congress
Washington, DC 20515

Dear Congressman Waxman:

Thank you for the letter of April 25, 2008, from you and your House colleagues about the
Federal Trade Commission’s new authority, under Section 811 of the Energy Independence and
Security Act of 2007, regarding manipulation in wholesale crude oil, gasoline, or petrolenm
distillate markets. Today, the Commission will make public an Advance Notice of Proposed
Rulemaking (ANPR), and our goal is to complete the Rulemaking process this year. We look
forward to working with you and your colleagues as this Rulemaking moves forward.

Our staff has worked hard to move as speedily as possible. To date, an FTC task force
has examined the development and use of anti-manipulation authority by other federal agencies,
as well as by the states; met with other government officials (including the Commodity Futures
Trading Commission, the Federal Energy Regulatory Commission, and the Securities and
Exchange Commission); and, undertaken other tasks, both substantive and administrative, in
connection with this legislation. The ANPR announces a comment period of 30 days, following
which the agency expects expeditiously to analyze the comments received, draft a proposed rule,
and issue a Notice of Proposed Rulemaking (NPR), with a 30-day comment period. We
appreciate your efforts to combat high and volatile gasoline prices, and we will keep you
apprised of significant developments throughout the Rulemaking process.

The learning that will accompany the ANPR/NPR process is crucial. The Commission
has not previously sought to develop a legal definition of the term “manipulation” or prosecuted
a case alleging manipulation. Moreover, there are challenges involved in appropriately applying
this broad concept to markets that, unlike electricity or natural gas, are not subject to
comprehensive regulatory, disclosure, or reporting regimes. The pursuit of a case alleging
manipulation in wholesale markets for crude oil, gasoline, or distillates may encounter other
complexities arising from the differences between such products and the other markets in which
manipulation cases have been brought, but we hope to overcome those challenges as we avail
ourselves of the methods and opportunities contemplated by the ANPR/NPR procedures.
Specifically, we believe that there is no better way to generate meaningful comments that will
assist in our development of a workable rule for the benefit of the American public.



The Honorable Henry Waxman — Page 2

Enclosed please find a copy of the ANPR which we expect to be published in the Federal
‘Register on Monday, May 5, 2008. The Commission greatly appreciates your interest in this
topic. Please feel free to contact Chairman Kovacic at any time with any additional questions or

comments, or have your staff call Jeanne Bumpus, the Director of our Office of Congressional
Relations, at (202) 326-2195.

Sincerely,

(D(:QQLMQ’,W

William E. Kovacic

kPl —

Pamela Jones Harbour
Commissioner

Jon Leip ow1t

J. Thomas Rosch
Commissioner



FEDERAL TRADE COMMISSION
WASHINGTON, D.C. 20580

THE CHAIRMAN

May 2, 2008

The Honorable Edward J. Markey
U.S. House of Representatives

United States Congress
Washington, DC 20515

Dear Congressman Markey:

Thank you for the letter of April 25, 2008, from you and your House colleagues about the
Federal Trade Commission’s new authority, under Section 811 of the Energy Independence and
Security Act of 2007, regarding manipulation in wholesale crude oil, gasoline, or petroleum
distillate markets. Today, the Commission will make public an Advance Notice of Proposed
Rulemaking (ANPR), and our goal is to complete the Rulemaking process this year. We look
forward to working with you and your colleagues as this Rulemaking moves forward.

Our staff has worked hard to move as speedily as possible. To date, an FTC task force
has examined the development and use of anti-manipulation authority by other federal agencies,
as well as by the states; met with other government officials (including the Commodity Futures
Trading Commission, the Federal Energy Regulatory Commission, and the Securities and
Exchange Commission); and, undertaken other tasks, both substantive and administrative, in
connection with this legislation. The ANPR announces a comment period of 30 days, following
which the agency expects expeditiously to analyze the comments received, draft a proposed rule,
and issue a Notice of Proposed Rulemaking (NPR), with a 30-day comment period. We
appreciate your efforts to combat high and volatile gasoline prices, and we will keep you
apprised of significant developments throughout the Rulemaking process.

The learning that will accompany the ANPR/NPR process is crucial. The Commission
has not previously sought to develop a legal definition of the term “manipulation” or prosecuted
a case alleging manipulation. Moreover, there are challenges involved in appropriately applying
this broad concept to markets that, unlike electricity or natural gas, are not subject to
comprehensive regulatory, disclosure, or reporting regimes. The pursuit of a case alleging
manipulation in wholesale markets for crude oil, gasoline, or distillates may encounter other
complexities arising from the differences between such products and the other markets in which
manipulation cases have been brought, but we hope to overcome those challenges as we avail
ourselves of the methods and opportunities contemplated by the ANPR/NPR procedures.
Specifically, we believe that there is no better way to generate meaningful comments that will
assist in our development of a workable rule for the benefit of the American public.



The Honorable Edward J. Markey — Page 2

Enclosed please find a copy of the ANPR which we expect to be published in the Federal
Register on Monday, May 5, 2008. The Commission greatly appreciates your interest in this
topic. Please feel free to contact Chairman Kovacic at any time with any additional questions or

comments, or have your staff call Jeanne Bumpus, the Director of our Office of Congressional
Relations, at (202) 326-2195.

Sincerely,

oo € e D

William E. Kovacic
AZ WM

Pamela Jones Harbour

mmissimzé/\
Jo fgfiﬁz

Commissioner

J. Thomas Rosch
Commissioner





